Dear There,

As viewed briefly by mail for my issue with Facebook group,

Herein the most important Speech at the Q218- Earnings Call for Facebook corporation,
and then the most Important items in the Privacy & intellectual property

—The CEO Mark Zuckerberg Speaking about the growth of the group and the revenue
growth for 42 % and the power of the Stories and growth.

Good afternoon. My name is Mike and | will be your conference operator today. At this time 1 would like
[ Welcome everyone to the Facebook second Guarter 2018 Earnings Call. All lines have been placed on
mute to prevent any background noise. After the speakers' remarks, there will be a question and answer
session. If you would like to ask a question during that time, please press star then the number 1 on
your telephone keypad. This call will be recorded. Thank you very much.

Ms. Deborah Crawford, Facebook’s Vice President of Investor Relations, you may begin.
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Before we get started, | would like to take this opportunity to remind you that our remarks today will
include forward-looking statements. Actual results may differ materially from those contemplated by
these forward-looking statements.

Factors that could cause these results to differ materially are set forth in today’s press release, and in
our quarterly report on form 10-Q filed with the SEC. Any forward-looking statements that we make on
this call are based on assumptions as of today and we undertake no obligation to update these
statements as a result of new information or future events.

During this call we may present both GAAP and non-GAAP financial measures. A reconciliation of GAAP
to non-GAAP measures is included in today’s earnings press release. The press release and an
accompanying investor presentation are available on our website at investor.fb.com.

And now, I’d like to turn the call over to Mark.

Thanks Deborah, and thanks everyone for joining us today. We had another solid quarter. Revenue grew
42% year-over-year to $13.2 billion. And Facebook now has more than 2.2 billion monthly actives, with
almost 1.5 billion using it every day.



We're also seeing Watch start to grow more quickly on Facebook too. Our teams are focused on building
new experiences that help people connect and start conversations. We recently rolled out Watch Party
to all groups, so you can watch and chat with friends at the same time. And we're seeing some real
traction with some of the original programs -- from the talk show Red Table Talk featuring Jada Pinkett-
Smith to SKAM, an interactive series that started in Norway and features a new style of storytelling
where the characters have accounts on Facebook and Instagram and key parts of the story are told not
just through video but through posts on their pages.

Stories continue to be a big part of the future of sharing too —and they’re growing quickly across
WhatsApp, Instagram, Facebook and Messenger. While we started off just implementing the basic

stories format, we've now moved well beyond it and have built lots of new features like polls, questions,
and collaborative stories in groups and events. We're also making progress developing Stories into a
great format for ads. We've made the most progress here on Instagram, but this quarter we started
testing Stories ads on Facebook too.



-Sheryl Sandberg, COO :

It was a good second quarter with ad revenue growing 42% year over year - Mobile ad revenue was
$11.9 billion, a 50% increase year-over-year, making up approximately 91% of total ad revenue. Our
growth again was broad-based across regions, marketer segments, and verticals.

And now here's Sherylto talk about our business.

Hi everyone.

We are working to ensure that Facebook is a safe place for people and businesses. We've taken strong
steps to address a number of issues including election integrity, fake news, and protecting people’s
information. One of the most important things we can do to effect change s to increase transparency
because transparency leads to greater accountability. For example, when anyone can see any ad on
Facebook, advertisers have to stand behind the ads they run. Transparency also allows us to get more



The vast majority of ads on Facebook are run by legitimate organizations — from small businesses
looking for new customers, to advocacy groups raising money for their causes. But we've seen that bad
actors can misuse our products, too, so we're erring on the side of transparency. We're being
intentionally broad in our interpretation of political and issue ads. This includes ads for books about
politicians and brand campaigns that touch on national issues. Given our commitment to transparency,
we think it's important to apply this policy to more ads rather than fewer.

As we make these investments in transparency and accountability, we remain focused on our key

priorities: helping businesses leverage the power of mobile, developing innovative ad products, and
making our ads more relevant and effective.



Second, developing new ad products.

We know that creating video can be more difficult for small businesses that have fewer resources, so
we've launched new tools on Facebook to help anyone make videos that work well on mobile. Last
quarter we released Ads Animator, a simple way to create eye-catching video ads using photos and
other content that's already on a company's Facebook Page. We're also testing Video Creation Kit,

which gives advertisers easy-to-use video templates for different marketing objectives. By learning wh
performs best across our platform, we can help other businesses succeed.

Third, making our ads more relevant and effective.



David Wehner, CFO

Daily active users on Facebook reached 1.47 billion, up 11% compared to last year, led by
growth in India, Indonesia, and the Philippines. This number represents approximately 66% of
the 2.23 billion monthly active users

Thanks Sheryl and good afternocon, everyone.

Let’'s start with our community metrics.

il

|

In térms of ad revenue by region, Europe and Asia Pacific both grew fastest at 47% each and benefitted
~om foreign exchange tailwinds. I'd note that European ad revenue growth decelerated more quickly
Jan other regions and was impacted primarily by reduced currency tailwinds and, to a lesser extent, thi

yt of GDPR.

NMobile ad revenue was $11.9 billion, up 50% and represents approximately 91% of ad revenue.

In Q2, the average price per ad increased 172 and the number of ad impressions served across our
services increased 21%, driven primarily by ads in feed on Instagram and Facebook.

Payments & other fees revenue was $193 million, up 23%.

Turning now to expenses.



Turning now to the revenue outlook.

There are several factors contributing to that deceleration. For example, we expect currency to be a
slight headwind in the second half vs. the tailwinds we have experienced over the last several quarters.




The Questions:

the line of Brian Nowak from Morgan Stanley.

And the second one on Instagram TV, can you just talk about how you look and
think about the core consumer offering, how it varies from Facebook Watch, and
philosophically how you're thinking about investing in premium content or sports
context across the two products? Thanks.
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_ I'll take it. Obviously, we started with ads in Facebook, and that was something we
have grown and they continue to grow. The ads have expanded quite nicely to
Instagram. And Instagram represents a very healthy part of the growth and we

expect that to continue as well.

When you think about things that are further out, | think you then start talking
about our messaging apps. We are furthest ahead in Messenger, but it's still very
early days. We're quite happy with the consumer engagement with 1.3 illion
monthly actives on the platform. And we continue to see a lot of organic

connections between businesses and consumers on the messaging platform.

oA A EBOUARAETESBRIR = Cictoessger acs.

We also had some nice results we can share from clients. One of them recently was

Lego. They launched a Messenger bot to help with gift recommendations and they
created a Click-to-Messenger ad that linked to a Lego bot, which helped provide
product and gift recommendations.



David Wehner: Hey, Mark. It's Dave. On Europe, yes, we don't have any update on trends. We had
indicated in the -- in the first quarter that we would expect to see a decline. We're

not providing any guidance on MAU and DAU in Europe on this call.

_‘

That's something we can put in News Feed in Instagram and Messenger, and it both
grows the ecosystem and creates a new -- a new opportunity for interaction.

We also have inbox ad where we -- inbox ads where we're enabling advertisers to
extend their reach to people in Messenger, which is still really early. And we've --
also in the early days of sponsored messages, which enable businesses to reengage

people once a conversation has started.

And so when we think about the format of Messenger, we think about the direct
correspondence between a person -- either an existing or a potential client -- or

[y
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with a business. And we think there are many times in a lifecycle of interacting with

a business where that's a very attractive opportunity.

Operator: Your next question comes from the line of John Blackledge from Cowen.







How much of it can be video in support of where you want to take the business over
the medium- and long-term, versus things that maybe don't necessarily have a
revenue component to them, like the security and protection of the ecosystem that
the whole team's been talking about since the end of last year? Thanks so much.

And so you've seen that already in terms of the ramp that we have in capital
expenditures, we're continuing to build out features and functionality for the
community across a wide range of different products, whether it be the ad products
that Sheryl talked about or IGTV and the like.

QOperator: Your next question comes from the line of Justin Post from Bank of America Merrill

And then secondly, you have had a couple of months now with GDPR. Just
wondering how you're thinking about how that will impact your ad targeting over

the next year? Thank you.




ARthoRYDICIEmMEnte: Thank you. | have two; one for Sheryl and one for Mark.
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the company's investing so much into owned datacenters; you talked about that I

1

think in your prepared remarks.

Are there ways to improve the return of investment of those investments in
datacenters, servers, network infrastructure? And what I'm thinking is in order to

erhaps service third parties to maybe just improve those returns in the way that

k=]

other tech and Internet companies have in terms of investments in infrastructure?
Thank you.

On Stories, we've seen great progress with Stories as a format for people to share
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Operator:
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I think when you look at the factors going forward, | would -- | would say, we've got
the currency impact, we’ve got some of the impacts around privacy and the like, but
we continue to get good advertiser feedback on ROI.

"

We continue to believe we're delivering great ROI for advertisers. 1don't-- 1 don’t

think there's anything from the advertiser perspective that's necessarily playing out
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LICENSES




1. "Payment Order” means an unconditional nstrction sssusd by the Userthrough the WhatsAp Plarfoms toeffect  fund transfer for  ceratn sum of money expressed
Indian s, tothe desianated account of a destanated benefictary by debitng the Account(s) of he User

16 "P3P (Payment Servce Provider)' refersto banks which are allowed to acquire Users and provade payment services to Users and enfities

LT, "UT" referstothe Unafied Payments erface Service offeed by NPCT i collaboretion with it member banks.

) "WhatsApp" e WhatsApp Inc. a Delaware, United Sttes, company withoffces at 1601 Willow Road, Mealo Park, CA 4023, It provides sma

1t phone's internet connection, tchuding send g - photos, videos. documents and vorce messages;

v Your Connections, To help vou organize how you commmunicate with oters, we my creae a favorits st of your contactsfor you, and you can creat, o, o o
ace o aroups an broadeast s, and such groups and st gt assoctated with your account iformation

U8 Customer Support, Yo may provide vs with nformation selaed to your use of our Services, includmg coptes of your messages, and how fo contact you 50 we can
provide you customer support. For example, you may send us an emai wih nformation elating o our app performance o other tsues

Automatically Colleted Information

v Usage and Log Information, We collctservie-telted, diagnostc, and performance information. This neludes mformation ebout your actvty (such a howw you use
ot Services, how vou tutract with others using our Services, and the like), log files, and diagmostic, crash, webste, and performiance ogs and reports



Affiliated Companies

We joined the Facebook family of companies in 2014. As part of the Facebook family
of companies, WhatsApp receives information from, and shares information with, this
family of companies. We may use the information we receive from them, and they
may use the information we share with them, to help operate, provide, improve,
understand, customize, support, and market our Services and their offerings. This
includes helping improve infrastructure and delivery systems, understanding how our
Services or theirs are used, securing systems, and fighting spam, abuse, or
infringement activities. Facebook and the other companies in the Facebook family
also may use information from us to improve your experiences within their services
such as making product suggestions (for example, of friends or connections, or of
interesting content) and showing relevant offers and ads. However, your WhatsApp
messages will not be shared onto Facebook for others to see. In fact, Facebook will
not use your WhatsApp messages for any purpose other than to assist us in operating
and providing our Services.

Affiliated Companies

W joined the Facebook farmly of companies tn 2014, As part ofthe Facebook amily of companses, WhatsApp receives iformation from, and shares nformation with, this
family of companizs. We may use the tnformation we recerve from them, and they may use the tormation we share wih themn, to help operate, provide, improv,
understand, customize, support, and mrket our Services and ther offerngs. This mcludes helping improve infrastructure and delivery systems, understending how our
Services ortheis are sed, securing systerss, and fhting spam . abuse, or infringement actviies Facebook and the other companies i the Facebook fammly also may use
information ffom usto mprove your experiences withn their services such as making product suagestions (for example, of friends or connections, o of nteresting content)
and showing felevant offers and ads. However, vour WhateApp messases will not be shared onto Facebook forothers o see.In fact, Facebook will ot use your WhatsApp
messages for any purpose other than to asist us n operating and providing our Services

Learn more about the Facebook family of companies and their prvacy practces by revienving thet privacy policies



https://www.facebook.com/help/111814505650678

Intellectual Property Policy: Your Copyrights and Trademarks

WhatsApp Inc. ("WhatsApp," "our," "we," or "us") is committed to helping people
and organizations protect their intellectual property rights. Our users agree to our
Terms of Service ("Terms") by installing, accessing, or using our apps, services,
features, software, or website (together, "Services"). Our Terms do not allow our users
to violate someone else's intellectual property rights when using our Services,
including their copyrights and trademarks.

As explained in more detail in our Privacy Policy, we do not retain our users'
messages in the ordinary course of providing our Services. We do, however, host our
users' account information, including our users' profile picture, profile name, or status
message, if they decide to include them as part of their account information.

Copyright

To report copyright infringement and request that WhatsApp remove any infringing
content it is hosting (such as a WhatsApp user's profile picture, profile name, or status
message), please email a completed copyright infringement claim to
ip@whatsapp.com (including all of the information listed below). You can also mail a
complete copyright infringement claim to WhatsApp's copyright agent:

WhatsApp Inc.

Attn: WhatsApp Copyright Agent
1601 Willow Road

Menlo Park, California 94025
United States of America
ip@whatsapp.com



Intellectual Property Policy: Your Copyrights and Trademarks

WhatsApp Inc. ("WhatsApp," "our," "we," or "us") 1s committed to helping people and organizations protect their mtellectual property rights. Our users agree to our Terms of
Service ("Terms") by mstalling, accessing, or using our apps, services, features, software, or website (together, "Services"). Qur Terms do not allow our users to violate
someone else’s intellectual property rights when using our Services, including their copyrights and trademarks.

As explained i more detail in our Privacy Policy, we do not retain our users' messages in the ordinary course of providing our Services. We do, however, host our users'
account information, including our users' profile picture, profile name, or status message, if they decide to include them as part of their account information.

Copyright

To report copynight infringement and request that WhatsApp remove any mfringing content 1t 1s hosting (such as a WhatsApp user's profile picture, profile name, o status
message). please email a completed copyright infringement claim to ip@whatsapp.com (including all of the information listed below). You can also mail a complete copyright
mfringement claim to WhatsApp's copyright agent:

WhatsApp Inc.

Attn: WhatsApp Copyright Agent
1601 Willow Road

Menlo Park, California 94025
United States of America
ip(@whatsapp.com



Licenses

Your Rights. WhatsApp does not claim ownership of the information that you submit
for your WhatsApp account or through our Services. You must have the necessary
rights to such information that you submit for your WhatsApp account or through our
Services and the right to grant the rights and licenses in our Terms.

WhatsApp’s Rights. We own all copyrights, trademarks, domains, logos, trade dress,
trade secrets, patents, and other intellectual property rights associated with our
Services. You may not use our copyrights, trademarks, domains, logos, trade dress,
patents, and other intellectual property rights unless you have our express permission
and except in accordance with our Brand Guidelines. You may use the

trademarks www.facebookbrand.com/trademarks of our affiliated companies only
with their permission, including as authorized in any published brand guidelines.

Your License to WhatsApp. In order to operate and provide our Services, you grant
WhatsApp a worldwide, non-exclusive, royalty-free, sublicensable, and transferable
license to use, reproduce, distribute, create derivative works of, display, and perform
the information (including the content) that you upload, submit, store, send, or receive
on or through our Services. The rights you grant in this license are for the limited
purpose of operating and providing our Services (such as to allow us to display your
profile picture and status message, transmit your messages, store your undelivered
messages on our servers for up to 30 days as we try to deliver them, and otherwise as
described in our Privacy Policy).


https://www.whatsappbrand.com/
https://l.facebook.com/l.php?u=http%3A%2F%2Fwww.facebookbrand.com%2Ftrademarks&h=AT0yyLqgQMGzQVcHWjaRvIw4dtH4uzHPZUSFTbKCOGzm3d5Eyq0FaX4buGP3AUDGy9R0LOLf6zcNh-xWkA4uc6YzWGaQ64DS4d3SPbP4qEINYwh53k1NzVrV0lA

Licenses

Your Rights. WhatsApp does not cleim ownership of the tnforeation that you subtut for your WhatsApp account or through our Services. You must have the necessary
rightsto such information that vou submst for vour WhatsApp account orthrough our Services and the right to grant the rights and icenses i our Terms

Whatspp's Rights. We ovn all copyrighs, trademarks, domeins, logos, trade dres, trade secets, patents, and other ttelectual propety nghts associated wth our Services
You may ot se cur copyrights, rademarks, domains, logos, trade dress, patents, and other ntellctual property ights nless you have our express permission and except in
accordance with our Brand Gugdelnes. You may use the trademarks www: acebookbrand com trademrks of our affikiaed companses only withthe pemmission, ncluding as
authorized n any publshed brand puidelings

Your License fo WhatsApp. I order t operate and provide our Services, you grant WhatsApp a worldwide, non-exclusive, rovalty-free, sublcensable, and trensferable
lcense to use, reproduce, distnbute, create dertive works of displey, and perform the information tncluding the content) hat vou pload, submst, stor, send, or recéve on
or through our Services. The rghts you arant n this lcense are for th limuted purpose of operating and providing our Services such asto llow s to display vour profile
plcture and stafus Message, ATt Our tessages, store your undelvered messages on ourservers forup to 30 days as we ry to deler them, and otherise as desenbed

our Povacy Policy).



Small Claims Court. As an alternative to arbitration, if permitted by your local
“small claims” court’s rules, you may bring your Dispute in your local “small claims”
court, as long as the matter advances on an individual (non-class) basis.

Time Limit to Start Arbitration. We and you agree that for any Dispute (except for the
Excluded Disputes) we and you must commence an arbitration proceeding within one
year after the Dispute first arose; otherwise, such Dispute is permanently barred. This
means that if we or you do not commence an arbitration within one year after the
Dispute first arose, then the arbitration will be dismissed because it was started too
late.

No Class Actions, Class Arbitrations, or Representative Actions for Users Located in
the United States or Canada. We and you each agree that if you are a WhatsApp
user located in the United States or Canada, each of we and you may bring Disputes
against the other only on its or your own behalf, and not on behalf of any other
person or entity, or any class of people. We and you each agree not to participate in
a class action, a class-wide arbitration, Disputes brought in a private attorney general
or representative capacity, or consolidated Disputes involving any other person or
entity in connection with any Dispute.

Small Claims Court. As an altematve o arbiration, f permited by your ocal“small clums” court’s rules, you may brng your Dispute tn yourlocal“small clams ™ court
26 lono g the matter advances on an wdrvidual (poe-class) bass
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